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1 . SUMMARY. IN HOPE OF FORESTALLING OIL PRICE INCREASES 
THAT MIGHT CONSTITUTE PRESSURE FOR FURTHER INFLATIONARY 
RISES, DEPARTMENT MIGHT CONSIDER DEMARCHES TO OIL STATES 
SUCH AS INDONESIA, LIBYA, NIGERIA AND VENEZUELA TO 

URGE THEY NOT SURPASS THERAN LEVEL. POSSIBILITY OF 
PERSIAN GULF PRICE RETREAT MIGHT ALSO ARGUE DESIRABILITY 
OF OTHER STATES HOLDING OFF PRICE ADJUSTMENT UNTIL DUST 
SETTLES. END SUMMARY. 

2. IN RECENT SEE-SAW BETWEEN NIGERIA AND GULF STATES, EACH 
HAS SPURRED INCREASE IN OIL PRICES BY THE OTHER. PRIOR 

TO RECEIPT OF JIDDA 5715 WE WERE GOING TO PROPOSE FURTHER 
DEMARCHE TO URGE FMG THAT IF IT CONTEMPLATES RAISING OIL 
PRICES IN RESPONSE TO THE DECEMBER 22 TEHRAN INCREASE, IT 
SHOULD NOT REPEAT NOT RAISE THEM ABOVE TEHRAN LEVEL, AS 
THIS COULD CONSTITUTE PRESSURE FOR STILL FURTHER INFLA- 
TIONARY RISES. SIMILAR CONSIDERATIONS MIGHT OBTAIN WITH 
OTHER OIL-PRODUCING STATES LIKE LIBYA, VENEZUELA AND 
INDONESIA WHICH HAVE NOT YET RAISED JANUARY I PRICES BUT 
CAN BE EXPECTED TO DO SO IN AFTERMATH OF TEHRAN. 

3. IF DEPARTMENT BELIEVES THERE IS ANY POSSIBILITY 
PERSIAN GULF STATES MIGHT RETREAT EVEN SLIGHTLY FROM 
DOLS 7.00 PRIC* (JIDDA 5715), IT MIGHT BE USEFUL ALSO TO 
GIVE7SOME HINT OF THIS IMMEDIATELY TO OTHER PRODUCERS 

TO ENCOURAGE THEM TO HOLD OFF ANY PRICE ADJUSTMENT UNTIL 
DUST SETTLES. EVEN IF PERSIAN GULF STATES STAND FIRM AT 
PRESENT LEVEL, US AND OTHER GOVERNMENTS' DEMARCHES SIMILAR 
TO THAT CALLED FOR IN STATE 249382 MIGHT PERSUADE OTHER 
PRODUCERS TO CHOOSE FORMULAS WHICH WILL PRODUCE LESS EXTREME 
PRICE RISES (ALTHOUGH THEY WILL PRESUMABLY ADOPT FORMULAE 
DESIGNED AT LEAST TO MATCH GULF INCREASE). 

4. FMG HAS SO FAR GIVEN NO INDCATION TO PRODUCING 
COMPANIES ABOUT NEW NIGERIAN OIL PRICES. IN OCTOBER, 

COMPANIES WERE FIRST CONSULTED, THEN NEW POSTED PRICE 
NEGOTIATED IN ORDER MAKE INCREASE OF BASE POSTING 
IDENTICAL TO PERSIAN GULF (PLUS 70 PERCENT) AND INCREASE 
OF OVERALL POSTING IDENTICAL TO LIBYAN INCREASE (PLUS 
93.8 PERCENT). SO FAR AS WE CAN TELL, RECENT PERSIAN 
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GULF DECISION INCREASES THE POSTED PRICE HERE TO $18.90 
(MAKING TAXES AND ROYALTIES COME TO ABOUT DOLS 1 1 .00 
RPTDOLS 11.00). PRESUMABLY THERE ARE FORMULAE WHICH 
WOULD LEAD TO GREATER OR EESSER INCREASES. ACTION BY 
US AND OTHER INTERESTED GOVERNMENTS MIGHT HELP COMPANIES 
NEGOTIATE RELATIVELY LOWER INCREASE. 

5. IF DEPARTMENT AGREES WITH ABOVE SUGGESTION, EMBASSY 
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WOULD APPRECIATE RECEIVING ANY SPECIFIC DATA OR ARGUMENTATION 
DEPARTMENT BELIEVES WOULD BE USEFUL IN RENEWED APPROACH TO FMG. 

CROSBY 



CO*FIDENTIAL 
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